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Labor’s  Program  for  British  Industry 


BY  GRANT  S.  McCLELLAN 

THE  government  of  Britain  has  embarked  on 
what  Herbert  S.  Morrison,  leader  of  the  Labor 
party  in  the  House  of  Commons,  has  called  the 
“high  adventure”  of  combining  socialism  with  de¬ 
mocracy.  At  present  it  is  still  too  early  to  predict 
whether  the  union  between  planned  economy  and 
political  freedom  will  succeed.  In  practice  the  gov¬ 
ernment’s  aim  is  that  of  limited  socialism  or  a 
mixed  economy.  But  in  order  to  weld  together 
state  economic  controls  and  Britain’s  traditional 
political  structure,  the  Labor  cabinet  is  approaching 
the  nation’s  economic  and  social  problems  on  a 
broad  front. 

Not  only  do  Laborites  hope  to  bring  certain  key 
industries  under  effective  state  supervision  through 
outright  ownership  or  nationalization.  The  gov¬ 
ernment  also  will  maintain  a  keen  interest  in  other 
industries  not  earmarked  for  public  control.  A  gen¬ 
eral  framework  is  evolving  for  the  major  portion 
of  the  country’s  economic  life,  and  state  interfer¬ 
ence  in  many  realms  of  the  economy  is  being  un¬ 
dertaken.  Through  controls,  similar  to  those  used 
during  the  war,  the  state  continues  to  allocate 
raw  materials,  regulate  manpower  to  some  extent, 
and  direct  the  flow  of  imports  and  exports  as  well. 
The  state  also  intends  to  supply  new  investments 
for  many  industries,  and  broad-scale  planning  is 
under  way  for  improving  working  conditions  in 
industrial  plants  and  supervising  the  proper  loca¬ 
tion  of  industry. 

Many  social  welfare  measures  have  also  been  in¬ 
augurated  as  part  of  Britain’s  program  for  a  bet¬ 
ter  nation.  A  new  social  security  system,  even 
wider  in  scope  than  that  envisaged  by  Sir  William 
Beveridge,  has  now  been  enacted  into  law.  New 
educational  facilities,  generally  agreed  upon  before 
Labor  assumed  power  in  July  1945,  may  be  con¬ 
sidered  part  of  Britain’s  attempt  to  transform  its 
social  structure.  The  National  Health  Service  Bill 
may  in  time  lead  to  more  extensive  benefits  than 
are  at  present  envisaged  in  the  United  States. 
Added  to  these  welfare  measures  arc  plans  for 
national  rehousing  and  aid  to  farmers.  Especially 
important  are  the  sweep  ng  changes  which  will  be 


brought  about  by  town  and  country  planning  au¬ 
thorities  throughout  the  nation.’ 

All  of  these  social  and  industrial  changes  arc 
way  stations  on  the  road  of  “high  adventure.”  They 
are  approved  in  a  very  fundamental  sense  not  alone 
by  Labor  adherents.  While  Labor’s  industrial  pro¬ 
gram  is  based  on  socialist  principles,  it  is  a  mistake 
to  believe  that  Laborites  are  transforming  British 
economic  society  wholly  along  doctrinaire  socialist 
lines.  Laborites  are  British  empiricists  as  well  as 
socialists,  and  the  time-honored  British  capacity  for 
compromise  and  experimentation  is  evident  in 
Britain  today  as  much  as  in  any  previous  period.^ 
Planning  and  belief  in  government  responsibility 
for  the  nation’s  economic  welfare  were  accepted 
by  many  Britishers  before  World  War  II.  During 
the  war,  the  coalition  cabinet  undertook  the  broad¬ 
est  kind  of  planning,  and  Labor  ministers  are  now 
joined  in  their  faith  in  planning  by  outstanding 
spokesmen  of  the  conservative  opposition.  For  ex¬ 
ample,  Anthony  Eden,  while  criticizing  Labor’s 
“grave  injury”  to  Britain’s  post-war  economy,  re¬ 
cently  declared  that  “government  planning  in  the 
economic  sphere  is  necessary.”^ 

LABOR’S  AIMS  FOR  INDUSTRY 

In  the  forefront  of  all  the  nation’s  post-war  plans 
has  been  the  aim  to  achieve  full  employment— 
again  a  matter  on  which  there  has  been  broad 
agreement.'*  The  necessity  to  achieve  a  high  and 
stable  level  of  employment  and  production  is  taken 
currently  with  more  seriousness  in  Britain  than  in 
the  United  States.  This  has  been  true  from  the 
early  stages  of  World  War  II  when  plans  were 
first  drawn  up — however  slowly — for  Britain’s  eco¬ 
nomic  future.  Unless  the  economy  is  expanded 
and  then  proceeds  at  full  speed,  there  is  little 
hope  that  the  nation  will  be  able  to  afford  either 

1.  Grant  S.  McClellan,  “A  New  Britain  Under  Labor?”  For¬ 
eign  Policy  Reports.  November  15,  1945. 

2.  Barbara  Ward,  “Europe  Debates  Nationalization,”  Foreign 
/Iff airs,  October  1946,  pp.  44-58. 

i.  New  Yorlt_  Times,  November  17,  1946. 

4.  Cmd.  6527,  Employment  Policy,  May  1944  (London,  H.M. 
.Stationery  Office). 
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its  vast  social  welfare  program  or  compete  ade¬ 
quately  abroad  for  import  and  export  markets. 

Since  the  British  economy  rests  so  heavily  on  its 
foreign  trade,  the  Labor  government,  like  the  co¬ 
alition  regime  which  preceded  it,  is  also  keenly 
aware  of  the  relation  between  Britain’s  effort  to 
construct  a  full  employment  economy  at  home  and 
the  attempt  to  expand  trade  beyond  the  British 
Isles.  In  the  end,  therefore,  the  party  in  power 
must  demonstrate  that  the  industrial  changes  it  is 
carrying  out  are  advantageous  to  Britain  in  bring¬ 
ing  about  the  prerequisites  of  full  employment  and 
trade  expansion. 

Labor’s  more  specific  aims  for  industry  were  an¬ 
nounced  in  some  detail  during  the  campaign  pre¬ 
ceding  the  last  general  election  of  July  5,  1945.’ 
Pre-election  statements  by  Laborites  and  evidence 
in  the  form  of  legislation  introduced  in  Parliament 
under  Labor’s  leadership  reveal  that  the  economy 
being  planned  is  a  mixed  economy.  The  industries 
which  have  either  been  nationalized  or  slated  for 
public  ownership  are  as  follows.  The  bill  making 
coal  mining  a  public  project  was  passed  on  May 
20,  1946,  and  the  government  assumed  full  posses¬ 
sion  of  the  pits  and  all  coal  mining  operations  on 
January  i,  1947.  The  central  banking  service  was 
nationalized  on  February  14,  1946,  when  the  Bank 
of  England  came  under  government  ownership, 
and  the  Civil  Aviation  Bill  became  law  on  August 
I,  1946.  Industries  yet  to  be  nationalized  include 
inland  transport,  gas  and  electricity,  telecommuni¬ 
cations,  and  possibly  petroleum.  The  development 
of  atomic  energy  is  also  to  be  controlled  by  the 
state  as  it  has  been  thus  far.  Nationalization  plans 
for  some  sectors  of  the  iron  and  steel  industry  have 
been  announced,  but  recently  they  have  receded 
very  much  into  the  background.  To  this  list  may 
be  added  the  British  Broadcasting  Corporation  and 
other  well-known  government  sponsored  corpora¬ 
tions  which  operate  under  government  charter. 

In  the  Labor  view  all  of  these  industries — with 
the  partial  exception  noted  for  iron  and  steel — are 
fully  ready  for  nationalization.  They  are  “ripe” 
or  “overripe”  for  public  ownership,  to  use  the  cate¬ 
gories  popularized  by  Laborites  before  the  1945 
general  election.  Nationalization  is  not  contem¬ 
plated  for  other  industries  “not  yet  ripe.”  This 
category  includes  such  key  enterprises  as  shipping 
and  the  chemical  industry.  The  cotton  textile 
plants,  aluminum  production,  ceramics,  hosiery, 
boots  and  shoes,  and  many  others  are  also  not  on 
Labor’s  nationalization  schedule.  It  is  these  indus¬ 
tries  which  the  Labor  government  intends  to  watch 
over  and  aid  in  their  reorganization  and  modern¬ 
ization. 

5.  Let  Us  Face  the  Future  (London,  Labor  Party),  April  1945. 


The  cotton  industry,  ceramics,  footwear  and 
other  light  industries  are  to  be  left  to  private  enter¬ 
prise,  and  will  be  free  of  rigid  government  direc¬ 
tion.  The  Board  of  Trade,  headed  by  Sir  Stafford 
Cripps,  however,  is  empowered  to  bring  together 
representatives  from  management  and  labor  of  all 
firms  within  each  industry  to  consult  with  gov¬ 
ernment  officials  about  industry-wide  problems. 
Each  of  these  cooperative  groups  constitutes  a 
“Working  Party’  and  each  is  expected  to  report 
its  findings  on  the  status  of  the  industry  to  the 
Board  of  Trade.  As  Labor’s  tenure  of  office  has  un¬ 
folded,  its  spokesmen  have  placed  more  and  more 
emphasis  on  working  party  reports  for  those  indus¬ 
tries  which  are  to  remain  in  private  hands.  Prime 
Minister  Attlee  clarified  his  party’s  aim  to  retain 
private  business  wherever  it  would  operate  in  the 
national  welfare  when  he  said  on  November  14, 
1946  that  the  government  did  not  aim  to  bring 
about  totalitarian  control  but  a  “system  of  mixed 
economy — some  privately  owned,  some  publicly 
owned.  We  desire  that  both  these  sectors  should 
be  healthy  and  prosperous.”^ 

Although  Britain  is  destined  to  have  a  mixed 
economy  under  present  Labor  plans,  it  must  be 
borne  in  mind  that  those  industries  which  the  state 
will  own  and  control  are  the  chief  industries  of 
the  nation.  In  due  course  some  non-nationalized 
industries  may  become  government  owned.  No 
very  adequate  balance  sheet  can  be  drawn  up  to 
show  what  portion  of  Britain’s  future  economy 
will  be  completely  dominated  by  the  state.  The 
key  industries  which  are  to  be  nationalized  do 
not  employ  the  major  part  of  the  working  popu¬ 
lation  of  the  country.  Most  laborers  are  now  en¬ 
gaged  in  industries  which  are  being  surveyed  by 
working  parties.  Yet  because  the  government’s 
general  economic  framework  envisages  many  con¬ 
trols  over  materials,  manpower  and  finance,  the 
state  may  actively  intervene  in  the  private  field. 
Moreover,  the  fact  remains  that  key  industries  are 
just  what  the  popular  name  implies.  The  British 
government  henceforth  has  the  key  to  its  indus¬ 
trial  house.^  This  is  particularly  true  of  the  British 
economy  as  now  constituted.  For  finance,  trans¬ 
port,  coal  and  other  power  resources  are  funda¬ 
mental  to  a  nation  which  imports  heavily  in  order 
to  process  raw  materials  for  manufacture  and 
ex[x)rt. 

NATIONALIZING  KEY  INDUSTRIES 

Labor  leaders  do  not  contend  that  nationaliza¬ 
tion  is  a  panacea  for  all  the  ills  of  British  industry. 

6.  Neu>  Yorl(  Timet,  November  15,  1946. 

7.  C.  Hartley  Grattan,  “What  British  Socialism  Is  Up  Against," 
Harpers,  July  1946,  pp.  38-48. 
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Coal  mining  and  other  industries  which  face  a 
desperate  future  are  on  t  he  government  purchase  list 
while  others,  like  cotton  textiles,  are  not  although 
they  also  face  major  difficulties  ahead.  The  govern¬ 
ment’s  reasons  for  nationalization  have  not  always 
been  the  same.  But  the  need  for  new  capital  outlay, 
in  amounts  which  only  the  government  could  sub¬ 
scribe,  comes  nearest  to  a  universal  criterion  on 
which  Laborites  have  based  nationalization  de¬ 
cisions.  Yet  government  plans  and  authority  to 
invest  in  other  than  nationalized  industries  indicate 
that  the  need  to  use  public  funds  for  expansion  and 
technological  improvement  is  not  the  only  pre¬ 
requisite  for  state  ownership. 

Dangers  inherent  in  monopioly  control — where 
government  regulation  is  lacking — have  been  given 
as  another  reason  for  nationalization.  This  argu¬ 
ment  was  advanced  strongly  in  connection  with  the 
announcement  that  certain  sectors  of  the  iron  and 
steel  industry  were  to  be  purchased  by  the  state. 
Critics  of  the  steel  plan  have  pointed  out  that,  ex¬ 
cept  for  the  contention  that  the  industry  was  high¬ 
ly  monopolized  and  therefore  required  public  regu¬ 
lation,  the  decision  to  nationalize  some  portions  of 
it  must  have  been  taken  solely  on  doctrinaire  so¬ 
cialist  lines.”  In  the  past  British  industry  has  not 
operated  within  legal  limits  similar  to  those  in 
force  in  the  United  States  under  the  Sherman 
anti-trust  act.  Nor  do  Laborites  fear  centralization 
in  industry  or  monopoly  organization  as  such,  un¬ 
less  it  offends  the  public  interest.’ 

The  Labor  government  has  yet  to  elaborate  its 
intentions  with  respect  to  price  fixing,  production 
schedules,  or  the  marketing  of  commodities  which 
are  produced  either  by  newly  nationalized  indus¬ 
tries  or  others  already  maintaining  a  monopoly 
position.  Anti-monopoly  legislation,  which  might 
correct  the  worst  abuses  connected  with  pricing 
or  restricting  production,  has  been  promised  by  the 
government.  Studies  are  under  way  on  the  struc¬ 
ture  and  monopolistic  tendencies  in  all  those  indus¬ 
tries  where  nationalization  is  contemplated  and 
with  respect  also  to  such  enterprises  as  the  news¬ 
papers.  Concentration  in  industry  in  Britain  has 
been  fostered  by  the  government  before  this.  Dur¬ 
ing  the  war,  trade  associations  were  assigned  many 
powers  over  marketing  and  pricing.’® 

Under  nationalization  the  issue  of  monopoly  is 
not  the  only  problem  with  which  the  state  must 
deal.  As  owner  and  manager  the  government  in¬ 


herits  all  the  trials  to  which  private  industry  is 
subject.  First  there  is  the  immediate  question  of 
purchase.  What  compensation  is  to  be  granted  to 
previous  owners?  No  two  plans  so  far  announced 
for  payment  involved  in  buying  national  industries 
are  exactly  alike.  Fair  compensation  is  to  be  deter¬ 
mined  in  each  case  on  the  merits  of  the  particular 
situation,  although  the  market  valuation  is  to  be 
established  on  the  hypothesis  that  nationalization 
itself  will  have  no  influence  on  the  price.  In  no 
sense  does  the  British  concept  of  nationalization 
mean  confiscation. 

Having  acquired  ownership  in  nationalized 
plants  and  services,  the  Labor  government  will  be 
confronted  immediately  with  the  problem  of  in¬ 
dustrial  efficiency  and  even  the  recruitment  or 
training  of  sufficient  and  adequate  technical  and 
supervisory  personnel."  New  links  between  the 
state  and  workers  must  be  established,  and  after 
these  bonds  are  forged  the  state  must  also  re-evalu- 
ate  the  relation  between  trade  unions  and  nation¬ 
alized  firms."  The  government’s  efforts  to  meet 
these  many  ordinary  business  problems  can  not  be 
judged  yet,  because  there  is  scant  evidence  for  ap¬ 
praisal  only  a  year  and  a  half  after  the  war.  So 
far  Prime  Minister  Attlee  and  other  ministers  have 
exhorted  both  the  workers  and  manufacturers  to 
increase  industrial  output.  Shortages  of  manpower 
and  materials  in  the  reconversion  period  have  held 
up  production  to  date.  Since  manpower  will  be 
heavily  taxed  for  some  years  to  come  it  is  unlikely 
that  the  government  can  show  any  spectacular  re¬ 
sults  in  the  managerial  realm  in  the  near  future.’’ 

COAL — THE  TEST  CASE 

Many  of  Britain’s  serious  industrial  problems  and 
the  specialized  tasks  attending  nationalization  are 
illustrated  by  the  country’s  most  basic  industry- 
coal.  By  an  ironical  turn  of  fate,  the  Labor  party 
is  challenged  in  its  nationalization  program  to 
bring  improvements  and  increased  production  to 
an  industry  which  has  been  on  the  downgrade 
for  over  a  generation.  Coal  in  Britain  is  a  sick  in¬ 
dustry;  some  authorities  believe  it  is  a  dying  indus¬ 
try.  Since  World  War  I  every  British  government 
has  wrestled  with  the  decline  in  coal  production, 
the  problem  of  re-equipment,  ever  lower  output  j 
per  man-hour,  and  reluctance  on  the  part  of  | 
workers  to  enter  the  mining  career.  Now  these  I 
problems  must  be  met  wholly  by  the  state,  other¬ 
wise  the  Attlee  regime  will  soon  find  its  entire 

11.  Cmd.  6824,  Scientific  Manpower,  May  1946. 

12.  For  discussion  of  trade  unions  and  nationalized  industries 
see  p.  264. 

13.  Grattan,  “What  British  Socialism  Is  Up  Against,”  cited, 

PP-  4i-47> 


8.  “The  Steel  Decision,”  The  Economitt  (London),  April  27, 
1946,  pp.  658-59. 

9.  The  Times  (London),  August  18,  1945;  and  Herbert  Mor¬ 
rison,  Government  and  Industry  (London,  Fabian  Research 
Group),  June  1944. 

10.  "Trade  Associations  and  Government,”  Planning  (Lon¬ 
don),  October  5,  1945. 
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nationalization  program  threatened.  “Economically 
and  politically,  coal  is  the  test  case.”'"* 

Britain’s  coal  industry  has  come  to  its  present 
pass  for  several  reasons.  Inefficient  production 
may  be  cited  as  one,  although  all  mines  have  not 
deteriorated  in  productive  power.  Mechanization 
has  been  undertaken  in  some  coal  mining  areas 
and  not  in  others.  General  economic  conditions  re¬ 
sulting  from  the  world  depression  of  the  ’thirties 
accentuated  the  coal  problem.  Lack  of  export  mar¬ 
kets  also  cost  the  industry  heavily,  and  the  change¬ 
over  to  other  power  resources  by  the  world’s  mili¬ 
tary  and  naval  forces  made  significant  inroads  on 
coal’s  position  in  Britain  as  elsewhere.  Substitu¬ 
tion  of  other  fuels  like  petroleum  and  electricity 
tended  to  reduce  coal  orders.  Studies  have  shown 
that  output  of  coal  in  tons  per  man-shift  has  also 
fallen  in  recent  years  in  Britain.  All  these  factors 
have  interacted  upon  each  other  to  produce  a  suc¬ 
cession  of  grave  crises  in  coal  before  and  during 
the  war. 

Today  most  Britishers  recognize  that  extreme 
measures  are  needed  to  stem  the  decline  in  coal 
j|  production,  and  little  opposition  to  Labor’s  nation- 
j  alization  proposal  was  encountered  as  the  coal  bill 
1  passed  through  Parliament.  Early  in  1919  national¬ 
ization  had  been  suggested  by  some  members  of  a 
Royal  Commission  on  coal.  By  1924  national  wage 
subsidies  were  made  to  the  miners,  and  the  Coal 

I  Act  of  1930  brought  about  compulsory  amalgama¬ 
tions  in  the  industry  in  an  attempt  to  control  prices 
and  production.  The  coal  veins  themselves  were 
nationalized  completely  in  1938.  The  government’s 
I  war  experience  with  wide  operational  control  over 
f  the  industry  led  directly  to  the  plans  for  national- 
I  ization.  The  Ministry  of  Fuel  and  Power  made  ex- 
I  tensive  studies  of  the  industry  and  these  were  fol- 
I  lowed  in  March  1945  by  the  Report  of  the  Reid 
i  Committee,  appointee!  by  the  coalition  government. 
The  Reid  Report  recommended  sweeping  techno¬ 
logical  changes  and  organization  of  the  mines  so 
as  to  “provide  the  maximum  advantages  of  planned 
production.’’” 

{  The  Coal  Nationalization  Bill,  which  became 
■  law  on  May  20,  1946,  went  further  than  the  war- 
I  time  studies  had  suggested.  A  compensation  tri- 
j  bunal  for  the  coal  industry  was  established  under 
'  that  act.  This  tribunal  has  computed  the  cost  of 
j  purchase — now  set  at  $658,640,000 — on  the  basis  of 

I  the  capital  worth  of  the  industry’s  installations  and 
other  assets.  The  annual  return  which  the  industry 
I  as  a  whole  might  have  been  expected  to  earn  was 

I  14.  “The  Crisis  in  Coal,”  The  Economist  (London),  July  27, 
1946,  p.  140. 

I  15.  Cmd.  6610,  Coal  Mining  (The  Reid  Report),  March  1945. 


also  taken  into  account.  As  noted  above,  the  coal 
deposits  had  been  previously  bought  by  the  state.” 
Under  the  coal  bill  a  nine-man  National  Coal 
Board,  appointed  by  the  Minister  of  Fuel  and 
Power,  Mr.  Emanuel  Shinwell,  has  been  named  to 
own  and  operate  the  mines.  The  Board  has  been 
granted  great  freedom  of  action,  although  it  is 
responsible  ultimately  on  broad  policy  matters  to 
the  Minister  in  charge  and,  through  the  cabinet,  to 
Parliament.” 

The  policy  the  Board  will  pursue  with  respect  to 
recruitment  of  personnel  for  coal  mining  and  the 
question  of  wages  are  particularly  important.  Brit¬ 
ain’s  most  acute  wage  problem  during  the  war 
arose  in  the  field  of  mining.  In  1942  a  government- 
appointed  board  had  investigated  miners’  wages 
and,  in  an  effort  to  bring  them  up  to  levels  in  other 
essential  industries,  recommended  an  unconditional 
flat-rate  increase  per  shift,  a  bonus  on  output,  and  a 
guaranteed  national  minimum  of  X4-3-®  week. 
Later  this  minimum  was  increased  to  a  week. 
These  proposals  were  accepted,  and  the  1942  board 
recommended  also  that  a  national  minimum  wage 
be  maintained  in  peacetime,  a  demand  the  miners 
had  voiced  for  two  decades.  Now  these  improve¬ 
ments  will  be  retained  and  miners’  welfare  work 
will  be  taken  up  by  a  newly  reconstructed  Miners’ 
Welfare  Commission,  but  the  Ministry  of  Fuel 
and  Power  will  carry  on  research  in  health  meas- 
sures  and  safety  in  the  mines  with  funds  granted 
by  Parliament.  Since  the  war,  the  miners  have 
proposed  a  Miners’  Charter  which  would  guarantee 
a  five-day  week.  Mr.  Shinwell  and  the  Prime  Min¬ 
ister  have  been  forced  until  recently  to  ask  the 
miners  to  refrain  from  pressing  their  demands  until 
a  later  date.  On  December  19,  1946,  however,  the 
National  Coal  Board  announced  that  after  May  5, 
1947  the  five-day  week  would  be  granted.” 

In  order  to  meet  wartime  wage  increases  on  a 
national  front  the  government  established  a  “Coal 
Charges  Account,’’  bringing  together  and  extend¬ 
ing  all  levies  on  sales.  Thus  in  effect  profits  per  ton 
of  coal  sold  were  standardized  and  spread  through¬ 
out  the  industry.  These  and  other  wartime  meas¬ 
ures  completed  the  process  of  lifting  coal  out  of  the 
market  economy,  and  nationalization  followed — 
almost  inevitably — as  a  legal  measure  to  make  per¬ 
manent  what  already  existed  in  fact.  Only  the  new 
plans  for  large-scale  mechanization  of  the  mines, 

16.  “Britain’s  Coal  Industry,”  Labor  and  Industry  in  Britain 
(New  York,  British  Information  Services,  hereafter  referred  to 
as  B.I.S.),  July  1946,  pp.  105  ff. 

17.  TTie  chairman  and  members  of  the  new  Coal  Board  hare 
been  drawn  from  the  mining  engineering  field,  from  scientific 
and  administrative  posts  and  from  labor.  The  chairman  will 
receive  £  8,500,  and  other  members  /C  StOOO,  a  year. 

18.  Neu/  Yor^  Times,  December  20,  1946. 
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which  the  Reid  Report  advised,  offer  a  real  con¬ 
trast  to  what  has  gone  before  in  the  industry. 

The  coal  bill  provides  for  new  investment  in 
the  industry  up  to  a  maximum  sum  of  ^^150, 000,- 
000,  or  about  $600,000,000,  to  be  granted  by  the 
Treasury  to  the  Coal  Board  for  use  in  the  first  five 
years.  The  Board  may  also  borrow  temporarily 
^^10,000,000,  or  $40,000,000.  Parliament  will  later 
determine  what  other  financial  outlay  is  needed 
for  re-equipment.  The  Labor  government  is  rely¬ 
ing  on  these  expenditures  to  raise  the  industry  to 
a  prosperous  level.  Whether  this  new  investment 
will  be  sufficient,  however,  to  stem  the  declining 
trend  in  coal  production  may  depend  on  some  of 
the  same  factors  which  led  to  the  present  impasse. 
Most  authorities  readily  agree  that  the  industry 
can  absorb  this  new  investment,  since  technological 
changes  are  long  overdue.  Few  will  predict  wheth¬ 
er  the  export  trade  in  coal  can  ever  be  revived, 
whether  new  recruits  can  be  steadily  drawn  to  the 
mines,  and  whether  overage  workers,  now  em¬ 
ployed,  can  substantially  increase  their  output. 

IRON  AND  STEEL 

Iron  and  steel  present  a  different  problem  in  na¬ 
tionalization  from  that  of  coal.  Although  mining, 
smelting  and  the  manufacture  of  iron  and  steel 
products  are  already  highly  concentrated  in  a  small 
number  of  concerns,  the  government  has  never  be¬ 
fore  been  involved  directly  in  the  industry’s  opera¬ 
tions.’^  As  was  pointed  out  above,  Laborites  insist 
that  monopoly  is  one  of  the  industry’s  chief  faults 
so  long  as  it  is  not  properly  controlled.  Steel,  like 
coal,  also  needs  technical  improvements,  but  it  is 
not  a  declining  industry.  During  and  since  the  war 
it  has  shown  record  production.  Present  owners, 
moreover,  offer  great  opposition  to  the  change  con¬ 
templated  by  the  Labor  government  and  had 
worked  out  extensive  plans  of  their  own  for  ex¬ 
panding  and  re-equiping  their  works,  partly,  no 
doubt,  because  of  the  imminence  of  nationalization. 

Heated  debate  arose  as  to  the  wisdom  of  state 
purchase  after  the  government  first  announced  its 
intentions  about  steel.  The  cabinet’s  plan  to  pur¬ 
chase  certain  sections  of  the  industry  was  made 
known  on  April  17,  1946.^°  That  announcement 
was  somewhat  unexpected  and  was  given  in  barest 
outline.  But  on  August  20,  1946  Mr.  John  Wilmot, 
Minister  of  Supply,  stated  that  only  basic  and 
closely  related  production  processes  were  to  be 

19.  The  ifovernment  has  taken  the  lead,  however,  in  encour¬ 
aging  cartelization  in  the  steel  industry.  See  G.  W.  Stocking 
and  .VI.  W.  Watkins,  Cartels  in  Action  (New  York,  Twentieth 
Century  Fund),  1946,  pp.  194-97. 

20.  For  criticism  of  the  government’s  plan  see,  "The  Steel 
Decision,"  cited,  and  "Second  Thoughts  on  Steel,”  ihid.,  August 
24,  1946,  pp.  281-82. 
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transferred  to  the  state.  Included  under  this  gen¬ 
eral  category  are  mining  and  quarrying  of  ore, 
coke  ovens  connected  with  steel  works,  manufac¬ 
ture  of  pig  iron  and  steel  ingots,  and  the  heavy 
rolling  sections  of  the  industry.  Where  further 
finishing  operations  are  tied  inseparably  with  the 
making  of  iron  and  steel,  they  also  will  be  nation¬ 
alized.  No  basis  for  compensation  for  these  works 
has  yet  been  determined.^’ 

The  problem  of  what  parts  of  the  industry  are  to 
be  publicly  owned  has  now  been  separated  from 
that  of  reorganization  and  modernization.  While 
the  government  has  not  abandoned  its  partial-pur- 
chase  plan,  a  Control  Board  has  been  established 
to  supervise  development  schemes,  and  control 
prices,  raw  material  supplies,  imports  and  the  pro¬ 
duction  and  distribution  of  iron  and  steel  products. 

The  Board’s  present  plans  for  the  further  devel¬ 
opment  of  iron  and  steel  production  stem  from  a 
report  originally  prepared  by  the  British  Iron  and 
Steel  Federation — a  body  which  has  coordinated 
the  policies  of  the  various  trade  associations  in  the 
industry  for  many  years.  The  Federation’s  study 
was  published  as  a  government  White  Paper  at  the 
end  of  May  1946,  after  the  Labor  cabinet  made 
known  its  intentions  on  nationalization.^^'^^  The 
present  owners  strongly  urged  industry-wide  re¬ 
organization  and  unified  control  to  be  undertaken 
by  themselves  at  a  cost  of  $672,000,000,  half  of 
which  they  were  prepared  to  subscribe. 

New  investment  for  iron  and  steel  will  now  be 
provided  by  the  government.  The  total  outlay  for 
improvements  during  the  next  seven  years  remains 
the  same  as  proposed  by  the  Federation  planners. 
In  broad  terms  about  40  per  cent  of  the  iron  and 
steel  industry  will  be  replaced  or  expanded  under 
government  direction. 

INLAND  TRANSPORT  AND  CIVIL  AVIATION 

A  brief  review  of  nationalization  plans  for  inland 
transport  and  civil  aviation  may  be  added  to  those 
for  coal  and  steel.  For  the  Civil  Aviation  Bill, 
passed  by  Parliament  on  August  i,  1946,  provides 
a  government  monopoly  in  this  field.  Aircraft 
manufacture,  however,  is  not  to  be  nationalized. 
Private  flying  and  chartered  travel  will  still  be  per¬ 
mitted,  but  scheduled  flights  both  at  home  and 
abroad  have  become  a  public  service.  The  govern¬ 
ment’s  bill  for  nationalizing  inland  transport  was 
presented  to  Parliament  on  November  27,  1946.  It 
calls  for  the  creation  of  a  British  Transport  Com¬ 
mission  to  buy  and  operate  all  railways,  canals,  and 

21.  "British  Steel  Plans  Reorganization,”  Labor  and  Industry 
in  Britain  (New  York,  B.I.S.),  November  1946,  pp.  170-71, 
174-78. 

22-23.  Cmd.  6811,  Iron  and  Steel  Industry,  May  1946. 
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long-distance  road-haulage  undertakings,  and  will 
be  responsible  for  coordinating  passenger  road 
transport  services,  commercial  harbor  facilities,  and 
trucking  services  which  arc  not  nationalized. 

The  four  examples  of  nationalization  dealt  with 
in  this  report — coal,  steel,  inland  transport  and  civil 
aviation— indicate  that  the  Labor  party  is  follow¬ 
ing  no  rigid  pattern  in  its  entrance  into  industry. 
Prior  to  World  War  II  Britain  gained  much  experi¬ 
ence  in  operating  such  concerns  as  the  British 
Overseas  Airways  Corporation  (BOAC)  and  such 
bodies  as  the  London  Passenger  Transport  Board.^'* 
The  BOAC  has  now  been  perpetuated  as  a  state- 
owned  corporation  to  provide  flying  service  on  the 
North  Atlantic  route  and  to  the  Far  East.  Two 
other  corporations — British  South  American  Air¬ 
ways  (BSAA)  and  British  European  Airways 
(BEA)— complete  the  new  air  transport  structure. 
The  latter  will  serve  Britain  internally  as  well  as 
on  the  continent.  Expansion  planned  for  the  three 
corporations  includes  increasing  the  capital  of 
BOAC  from  $40,000,000  to  $200,000,000,  a  grant  of 
$80,000,000  for  BEA  and  $40,000,000  for  BSAA.^’ 

Under  government  ownership,  the  new  Ministry 
of  Civil  Aviation,  headed  now  by  Lord  Nathan, 
will  be  responsible  for  future  developments,  and  a 
long-range  planning  division  has  been  set  up  in 
the  Ministry  to  aid  in  this  work.  Vigorous  opposi¬ 
tion  was  raised  to  the  government’s  public  corpora¬ 
tion  method  for  nationalizing  aviation.  But  promi¬ 
nent  among  the  arguments  put  forward  by  Labor- 
ite  leaders,  after  the  aviation  bill  was  first  intro¬ 
duced  in  Parliament  on  April  5,  1946,  was  the  con¬ 
tention  that  the  state  must  have  full  responsibility 
in  this  vital  industry.  For  the  government  is 
charged  with  maintaining  the  Royal  Air  Forces, 
providing  airports  and  meteorological  data,  plan¬ 
ning  routes,  and  allocating  schedules. 

As  for  inland  transport  the  government’s  object 
is  to  secure  economy  and  efficiency  on  a  national 
scale.  The  central  Transport  Commission  will  deal 
with  general  policy  matters  only;  managerial  func¬ 
tions  are  to  be  delegated  to  five  executives— the 
Railway  Executive,  the  Docks  and  Inland  Water¬ 
ways  Executive,  the  Road  Transport  Executive,  the 
London  Transport  Executive  and  the  Hotels  Exec¬ 
utive.^^  It  will  be  noted  that  neither  overseas  ship- 

24-  “British  Experiments  in  Public  Control  of  Commercial  En¬ 
terprises,"  Labor  and  Industry  in  Britain  (New  York,  B.I.S.), 
August  1945,  pp.  120-24. 

25.  Cmd.  6712,  British  Air  Services,  December  1945;  and 
R.  C.  Leslie,  "Great  Britain’s  Role  in  Civil  Aviation  Today,” 
Foreign  Commerce  Weekly  (Washington,  D.C.),  March  30, 
'946.  pp.  8-11  fT. 

26.  This  Executive  will  deal  with  railway  hotels  and  will  be 
wtablished  later.  For  a  digest  of  inland  transport  plans  see 
Economic  Record  (New  York,  B.I.S.),  November  24*30,  1946. 


ping  or  the  coastwise  trade  is  to  be  brought  under 
government  direction.  The  provisions  under  which 
the  gcJvernment  will  control  long-distance  trucking 
are  complicated,  but  appeals  may  be  made  against 
certain  decisions  of  the  Road  Transport  Executive. 

Compensation  terms  will  vary  for  the  services 
purchased  by  the  state.^^  In  the  future  the  Trans¬ 
port  Commission  must  earn  sufficient  revenue  to 
pay  its  own  way.  British  Transport  stock — ^guaran¬ 
teed  by  the  Treasury — will  be  issued  to  satisfy  com¬ 
pensation  claims.  And  the  Commission  will  be 
authorized  to  issue  similar  stock  to  the  amount  of 
;^250,ooo,ooo  for  the  purpose  of  borrowing  money 
for  capital  purposes.  Temporary  loans,  not  exceed¬ 
ing  25,000,000,  may  also  be  raised  by  the  Com¬ 
mission. 

As  in  several  other  cases,  both  in  public  corpora¬ 
tions  established  in  Britain  before  the  war  and  in 
industries  now  up  for  public  ownership,  the  gov¬ 
ernment  insists  that  once  the  new  operating  bodies 
are  created  they  will  be  free  from  excessive  gov¬ 
ernment  interference.  It  is  hoped  that  the  control 
boards  for  coal  and  steel,  the  air  transport  corpora¬ 
tion,  and  the  inland  transport  executives  will  then 
function  on  ordinary  efficient  business  lines. 

HOW  MUCH  PRIVATE  ENTERPRISE.? 

In  one  of  the  country’s  oldest  industries — cotton 
textiles — the  Labor  government  has  set  out  to  re¬ 
equip  plants  and  mills  that  will  nevertheless  remain 
under  private  ownership.  The  working  party  re¬ 
port  for  cotton,  issued  in  October  1946,  may  be 
taken  as  only  partially  representative  of  the  plans 
to  be  devised  for  ceramics,  footwear,  hosiery,  furni¬ 
ture,  clothing,  wool  and  others — fifteen  separate 
trades  in  all.  In  each  case  the  working  parties,  as 
explained  above,  include  representatives  of  govern¬ 
ment,  industry  and  labor,  and  have  power  to  survey 
the  industry  and  recommend  changes  in  methods 
of  production,  finance  and  labor  relations. 

Aside  from  cotton,  the  only  other  tripartite  work¬ 
ing  parties  which  have  thus  far  reported  exten¬ 
sively  on  their  plans  relate  to  pottery,  boots  and 
shoes,  hosiery  and  furniture.^®  The  latter  groups 
have  shown  through  exhaustive  studies  the  need 
for  new  organization,  new  machinery  and  new 
labor  supply.  For  footwear,  a  new  Shoe  Manufac¬ 
turing  Services  Board  will  be  set  up  with  an  in¬ 
come  of  82,000  to  be  provided  jointly  by  industry 
and  government  grants.  A  somewhat  similar  Pot- 

27.  For  railways  and  canals,  compensation  will  be  based  on 
the  average  market  value  of  securities  at  ceitain  dates;  for  road 
haulage  undertakings,  on  the  net  value  of  the  assets  (plus  cer¬ 
tain  extras);  and  for  privately-owned  railway  wagons,  on  orig¬ 
inal  cost,  less  depreciation. 

28.  “Pottery,”  “Boots  and  Shoes,”  "Hosiery,”  “Furniture,” 
Working  Party  Reports  (London,  H.M.  Stationery  Office,),  1946. 
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tery  Advisory  Board  is  planned,  and  a  Hosiery 
and  Knitwear  Council  has  been  proposed.  Substan¬ 
tial  outside  capital  will  be  required  for  the  hosiery 
industry  to  be  supplied  either  by  ordinary  money 
markets  or  government-sponsored  financial  insti¬ 
tutions. 

CRUCIAL  CASE  OF  COTTON 

Perhaps  plans  for  cotton  best  illustrate  Labor’s 
aim  to  bring  about  a  mixed  economy  in  Britain. 
Because  textile  exports  are  essential  to  Britain  and 
because  this  industry  is  in  great  need  of  technolog¬ 
ical  improvements,  cotton  was  among  the  first 
private  enterprises  to  gain  government  attention. 
The  industry  is  far  behind  that  of  America  in 
modern  equipment.  Only  about  5  per  cent  of  Brit¬ 
ish  looms  are  automatic,  whereas  95  per  cent  are  of 
that  type  in  the  United  States.  Much  of  the  ma¬ 
chinery  is  a  generation  old.  Moreover,  cotton  faces 
a  critical  shortage  of  labor  and  has  lacked  financial 
resources  for  its  development. 

To  tackle  these  problems  the  working  party 
group  made  the  following  recommendations,  first 
reported  to  Parliament  in  June  1946.^^  The  spin¬ 
ning  mills  are  to  be  re-equipped  at  a  cost  of  about 
$153,000,000  and  the  weaving  operations  at  a  cost 
of  Si  17,600,000.  The  majority  of  the  working  party 
proposed  that  this  investment  be  financed  by  a 
compulsory  levy  on  the  industry — on  a  spindle  and 
loom  basis — for  a  three-year  period,  and  that  an 
equipment  board  be  established  to  allocate  the  ex¬ 
penditures.  A  Cotton  Council  was  proposed  which 
would  include  employers,  trade  union  and  govern¬ 
ment  representatives.  A  new  Central  Marketing 
Company  is  also  to  be  established,  and  more  re¬ 
cently  a  state  trading  agency  for  buying  raw  cot¬ 
ton  has  been  suggested.  A  certain  degree  of  amal¬ 
gamation  or  reduction  in  number  of  plants  is  also 
advised.  This  proposal,  however,  has  met  with  stiff 
opposition  from  employers.  For  the  immediate  fu¬ 
ture  a  two-shift  day,  each  shift  working  forty  hours 
a  week,  is  planned.  Related  to  the  cotton  problem 
is  that  of  textile  machine  production.  In  this  field, 
too,  the  government  has  taken  a  hand,  urging 
wider  standardization,  and  apportioning  to  the  ex¬ 
port  market  as  much  as  70  per  cent  of  the  textile 
machines  produced.^® 

On  December  3,  1946  Sir  Stafford  Cripps  in  a 
speeech  at  Birmingham  made  the  government’s 
reply  to  the  working  party’s  report  on  cotton.^*  Of 
greatest  significance  was  his  annoucement  that  the 
government  would  provide  25  per  cent  of  the  new 

29.  “Cotton,”  ihid. 

30.  “Textile  Machinery  Industry,”  Planning  (London),  July 
12,  1946. 

31.  The  Times  (London),  December  4,  1946. 


investment  needed  in  the  spinning  mills.  This  free 
grant  is  to  be  based  on  the  conditions  that  reorgan¬ 
ization  take  place  quickly,  that  amalgamation  be 
effected  and  that  the  two-shift  working  day  be  ap¬ 
plied.  At  the  same  time,  however,  Cripps  stated 
definitely  that  this  offer  was  not  a  precedent  for 
other  non-nationalized  industries.  He  emphasized 
cotton’s  crucial  position  in  the  British  economy 
and  in  the  export  trade.  Underlining  the  govern¬ 
ment’s  intention  not  to  interfere  in  private  indus¬ 
tries,  he  urged  that  the  various  cotton  firms  them¬ 
selves  must  determine  whether  and  to  what  extent 
re-equipment  takes  place. 

British  cotton,  like  coal,  has  a  steep  grade  to 
climb  if  it  is  ever  to  “meet  competition  in  the  home 
and  foreign  markets’’ — to  use  the  terms  of  refer¬ 
ence  on  which  all  working  parties  are  basing  their 
calculations.  Whether  automatic  machines,  double¬ 
shift  working  schedules  and  fewer  plants  will  in¬ 
crease  production  sufficiently  is  as  yet  unknown. 
Most  authorities  agree  that  Britain  will  not  recap¬ 
ture  its  former  pre-eminence  in  this  field.  The  shift 
toward  production  of  finer  textiles,  nylons  and 
woolens,  which  has  become  an  established  trend 
in  the  British  textile  industry,  will  undoubtedly 
continue.  In  the  next  few  years  cotton  merchants 
can  count  on  a  sellers’  market.  But  Labor’s  plans 
for  this  industry  will  be  tested  very  soon  after  other 
foreign  textile  producing  countries  begin  full  op¬ 
eration. 

STATE  CONTROLS  AND  PLANNING 

Beyond  the  immediate  and  radical  changes 
the  Labor  government  is  making  in  Britain’s  in¬ 
dustrial  life,  it  has  also  placed  emphasis  on  the  need 
for  large-scale  over-all  planning.  This  was  fore¬ 
shadowed  in  the  coalition  government’s  White 
Paper  on  Employment  Policy,  published  in  May 
1944,  which  pointed  out  that  full  information  and 
analysis  of  all  aspects  of  the  nation’s  economic  life 
would  be  needed.  Laborites,  as  was  expected,  rely 
heavily  on  the  planning  technique  and  have,  there¬ 
fore,  established  within  the  Cabinet  Secretariat  a 
central  Economic  Section  or  Steering  Committee 
that  constitutes  a  kind  of  economic  general  staff  for 
the  entire  country.  Cabinet  officials,  however,  do 
not  refer  to  the  Steering  Committee  as  a  staff  body 
with  its  connotations  of  military  power. 

The  economic  Steering  Committee  is  aided  by 
the  Central  Statistical  Office,  which  provides  peri¬ 
odic  economic  census  reports,  giving  current  data 
on  available  manpiower,  materials  and  manufac¬ 
tures.  A  production  census  is  to  be  held  annually 
rather  than  every  five  years,  and  the  first  census  of 
distribution  will  be  taken  in  1948,  to  be  repeated  at 
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i  intervals  of  not  more  than  five  years.  The  Board  of 
Trade,  the  Labor  Ministry  and  other  cabinet  depart- 
I  ments  also  contribute  to  over-all  planning  organiza- 
tion.  The  government  has  attempted  to  evolve  suit- 
j  able  planning  machinery  based  on  real  needs  and 
,  adaptable  to  changing  circumstances.^^ 

1  MANPOWER  CONTROLS 

!|  Planning  is  also  backed  by  more  specific  con¬ 
trols  which  the  state  can  use  in  carrying  forward 
its  program.  This  is  particularly  true  in  three  fields 
;  —manpower  controls,  locating  industry,  and  fi¬ 
nancing  the  new  socialist  undertakings.  Britain’s 
manpower  problem  is  acute,  and  the  shortage  of 
I  workers  will  remain  one  of  the  country’s  chief 
hurdles  even  after  reconversion  is  but  a  historical 
I  episode.  There  is  little  the  state  can  do  to  increase 
I  the  labor  force.  It  can,  however,  regulate  employ- 

Imcnt  and  establish  industry  in  areas  where  workr 
ers  might  otherwise  remain  idle.  The  state  has  at¬ 
tempted  to  attract  manpower  to  the  coal  industry 
by  appointing  a  National  Recruitment  Officer,  and 
has  also  made  inquiries  into  wages  and  working 

I  conditions  in  iron  foundries,  in  spinning  mills  and 
other  industries. 

To  date  the  government  is  empowered  to  retain 
all  wartime  measures  over  labor  that  prevailed 
during  the  war.  Thus  the  “Essential  Work  Orders’’ 
have  been  maintained.  But  in  most  industries  ex¬ 
cept  agriculture,  building  and  mines,  it  is  hoped 
that  the  orders  will  have  been  lifted  before  the  be¬ 
ginning  of  1947.  The  re-allocation  of  manpower 
released  from  the  military  forces  and  from  war 
industries  has  been  accomplished  smoothly  in  Brit- 
1  ain.  The  country  has  had  no  major  labor  disputes 

I  since  the  war — the  unofficial  stoppage  of  dock 
workers  in  September-October  1945  being  the  one 
important  exception. 

The  Labor  government  has  moved  with  under¬ 
standable  caution  in  the  realm  of  invoking  greater 
authority  over  manpower.  Wherever  possible  the 
controls  imposed  during  the  war  have  been  dropped. 
The  Minister  of  Labor,  Mr.  George  Isaacs,  an¬ 
nounced  to  the  trade  unions  at  their  annual  con¬ 
vention  in  1946  that  the  ultimate  object  of  the  gov¬ 
ernment  was  to  remove  all  wartime  controls  over 
labor,  so  that  “individual  workers  shall  have  com¬ 
plete  liberty  to  earn  their  livelihood  in  the  way  they 
prefer.’’^^  Not  every  labor  demand  has  been  met, 
but  the  war  experience  itself  has  led  to  greater 
benefits  for  workers.  Thus  the  guaranteed  week, 

32.  “Economic  Planning  in  Britain,”  address  by  Herbert  Mor¬ 
rison  to  the  Institute  of  Public  Administration,  October  17, 
1946  (New  York,  B.I.S.). 

33-  "Report  on  Britain,”  Labor  and  Industry  in  Britain  (New 
I  York,  B.I.S.),  December  1946,  p.  207. 


or  a  minimum  weekly  wage,  is  being  continued  in 
many  industries.  Compulsory  arbitration  of  dis¬ 
putes  was  required  during  the  war,  and  as  a  result 
the  conditions  prevailing  in  firms  where  collec¬ 
tive  bargaining  was  the  rule  have  been  extended. 
A  new  Wages  Councils  Act,  passed  in  March  1945, 
extended  the  government’s  power  to  fix  minimum 
wages  and  stipulates  that  all  employers  must  con¬ 
tinue  until  the  end  of  1950  to  observe  “recognized 
terms  and  conditions”  or  those  standards  achieved 
by  collective  bargaining. 

LOCATING  INDUSTRY 

One  of  the  most  significant  parts  of  the  planning 
program  to  aid  British  industry  relates  to  the  re¬ 
gional  bodies  established  under  the  Board  of  Trade. 
There  are  eleven  such  boards  set  up  originally  dur¬ 
ing  the  war  to  mobilize  the  full  industrial  resources 
of  each  area.  They  have  been  continued  on  an  ad¬ 
visory  level,  each  board  consisting  of  an  indepen¬ 
dent  chairman,  with  representatives  from  govern¬ 
ment,  industry  and  labor.  Among  other  duties — 
dealing  with  local  manufacturing  problems  and 
acting  as  a  source  of  information — the  boards  give 
advice  about  the  location  of  new  industries.^"* 

One  of  the  aims  set  forth  in  the  Employment 
White  Paper  was  that  of  creating  a  balanced  distri¬ 
bution  of  industry.  New  and  varied  factories,  there¬ 
fore,  are  being  erected  whenever  possible  in  what 
were  the  “Depressed  Areas”  in  Britain  during  the 
’thirties.  These  areas  were  often  devoted  to  only  one 
industry.  Thus  in  South  Wales,  northeast  England 
and  part  of  Scotland  the  government  has  offered 
private  owners  many  inducements  to  build  new 
and  different  plants.  Authority  to  effect  this  pur¬ 
pose  was  given  by  Parliament  in  the  Distribution 
of  Industry  Act,  passed  on  June  15,  1945.^’  More 
than  half  of  the  new  factories  that  have  been  built 
since  the  end  of  the  war  are  found  in  what  are 
now  known  as  “Development  Areas.”^^ 

FINANCING  RECONSTRUCTION 

Planning  and  effective  state  controls  have  been 
supplemented  in  Britain  by  several  financial  meas¬ 
ures  which  Laborites  believe  arc  needed  to  under¬ 
write  their  socialization  schemes.  The  state  has  en¬ 
tered  the  investment  field  to  provide  funds  for 
building  new  industries  or  expanding  old  ones. 
The  government  has  pledged  itself,  moreover,  to 

34.  “Industrial  Opportunities  in  the  Development  Areas,”  re¬ 
prints  from  Board  of  Trade  fournal  (London,  H.M.  Stationery 
Office),  March  1946. 

35.  Donald  F.  Heatherington,  “Location  of  Industry — British 
Experience  and  Programs,”  Foreign  Commerce  Weel(ly,  May  4, 
II,  1946. 

36.  “Progress  in  Factory  Building,”  Board  of  Trade  fournal 
(London),  May  18,  1946,  pp.  615-17,  618-19. 
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use  whatever  financial  means  are  necessary  to  ward 
off  an  oncoming  slump  or  rescue  the  economy  from 
the  slough  of  any  depression  that  may  occur.  Some 
of  these  new  financial  experiments  were  also  first 
intimated  in  the  Employment  White  Paper  issued 
by  the  Churchill  regime. 

The  most  notable  of  Labor’s  decisions  on  in¬ 
ternal  finance  was  that  of  nationalizing  the  Bank 
of  England.  The  bill  to  nationalize  the  Bank  be¬ 
came  law  on  February  10,  1946.  Few  changes  in 
the  operating  practices  of  the  Bank  have  been 
made  since  that  time,  and  its  earlier  harmonious 
relations  with  the  Treasury  have  been  continued. 
The  former  stockholders  have  received  govern¬ 
ment  stock  as  reimbursement,*^  and  the  previous 
governor  has  been  retained,  while  a  reduced  Board 
of  Directors  (sixteen  rather  than  twenty-four)  has 
been  appointed  from  a  wide  field  representing 
finance  and  industry.  Under  the  new  law  the  gov¬ 
ernment  has  gained  greater  control  over  credit. 
The  Bank  may  request  information  from  other 
banks  and  recommend  or  direct  that  certain  finan¬ 
cial  policies  be  followed  if  the  Treasury  so  author¬ 
izes.  But  use  of  this  power  is  not  anticipated  ex¬ 
cept  in  emergencies. 

Nationalization  of  the  Bank  of  England  is  only 
one  method  of  controlling  financial  affairs  which 
the  government  will  use  to  finance  industry  and 
assure  full  employment.  Under  the  Borrowing 
(Control  and  Guarantees)  Bill,  passed  by  Parlia¬ 
ment  on  July  12,  1946,  the  Treasury  will  have  pow¬ 
er  to  raise  money  by  using  the  same  kind  of  con¬ 
trols  invoked  during  the  war.  Borrowing  of  sums 
less  than  $200,000  a  year  will  not  be  affected  by  this 
law,  and  inter-company  loans  may  be  made  out¬ 
side  government  control  under  certain  circum¬ 
stances.  But  the  Treasury  will  have  authority  to 
guarantee  loans  up  to  $200,000,000  in  any  one  finan¬ 
cial  year.  It  is  through  this  power  particularly  that 
the  government  plans  to  aid  industry  in  the  event 
of  a  depression.*® 

More  than  a  year  ago  two  special  financial  or¬ 
ganizations  were  set  up  to  provide  industrial  in¬ 
vestments.  One  of  them,  the  Financial  Corporation 
for  Industry,  Ltd.,  is  designed  to  aid  larger  firms. 
It  has  a  capital  of  $100,000,000  and  borrowing 

37.  Stockholders  are  to  be  given  government  stock  bearing 
interest  at  the  rate  of  3  per  cent  in  return  for  previous  Bank 
of  England  stock.  To  compensate  for  dividends  previously 
earned  government  stock  was  exchanged  in  the  ratio  of  4  to  i 
for  Bank  of  England  stock.  Tlic  total  nominal  value  of  the  new 
government  stock  is  thus  £^S,2i2,ooo,  redeemable  at  par  at 
the  government’s  option  on  or  after  April  5,  1966.  The  new 
stock  is  also  negotiable  on  the  market.  See  D.  F.  Heatherington, 
“British  Trends,”  Part  II,  Foreign  Commerce  Weel^ly,  October 
5,  1946.  PP-  5  ff. 

38.  Cmd.  6736,  Memorandtmi  on  Control  and  Guarantees  Bill, 
January  1946. 


powers  of  $400,000,000.  For  small  business,  the  In- 
dustrial  and  Commercial  Finance  Corporation, 
Ltd. — with  a  capital  of  $60,000,000  and  loan  capital 
of  $120,000,000— will  provide  investments  in  sums 
from  $20,000  to  $800,000.*’  The  White  Paper  which 
accompanied  the  proposed  Borrowing  Bill  recom¬ 
mended  that  a  National  Investment  Council  be 
created  to  advise  the  Treasury  and,  in  addition, 
that  the  wartime  Capital  Issues  Committee  and 
Public  Works  Loan  Board  be  continued.  These 
three  bodies  have  been  approved  by  Parliament. 
Taken  together  with  the  Bank  of  England  and  the 
loan  authorities  mentioned,  they  give  the  govern¬ 
ment  a  battery  of  administrative  levers  by  which  it 
can  direct  the  nation’s  financial  life. 

SOCIALISM  UNDER  WAY 

Any  brief  review  of  the  industrial  program  and 
broader  planning  schemes  which  the  British  gov¬ 
ernment  has  launched  raises  the  question  of  how 
far  Laborites  may  eventually  go  in  socializing  the 
British  democracy.  Even  where  stiff  opposition  is 
encountered  from  the  industry  involved,  as  iron 
and  steel  or  inland  transport,  the  Labor  party 
will  be  able  to  achieve  its  aim  since  the  govern¬ 
ment’s  power  is  backed  by  a  sizeable  majority  in 
the  House  of  Commons.  Because  Laborites  are  ad¬ 
hering  to  democratic  processes,  it  is  possible  that  a 
newly  elected  Conservative  government  in  Britain 
might  undo  many  of  the  reforms  Labor  has 
initiated.  After  five  years,  however,  this  may  prove 
extremely  difficult.  Even  if  a  change  in  govern¬ 
ment  in  Whitehall  should  halt  further  nationaliza¬ 
tion,  by  1950  the  British  economy  will  be  well  on 
the  road  toward  becoming  a  fully  controlled 
economy. 

Thus  far,  since  the  end  of  the  war,  the  govern¬ 
ment  and  British  industry,  too,  have  attempted  to 
meet  the  twin  problems  of  reconverting  the  econ¬ 
omy  and  beginning  the  socialist  experiments  at  the 
same  time.  But  the  immediate  economic  aim— to 
re-establish  and  expand  the  export  trades — has  con¬ 
sumed  most  of  the  nation’s  time  and  energy.  For, 
as  noted  at  the  outset,  unless  the  export  trades  are 
revived  Britain  can  hardly  expect  to  master  its  in¬ 
ternal  economic  problems.  The  question  must 
therefore  be  asked  whether  Labor’s  socialist  meas¬ 
ures  are  aiding  or  hindering  the  export  drive. 

The  latest  statistics  show  that  exports  have  risen 
to  about  pre-war  levels,  although  Sir  Stafford 
Cripps  pointed  out  in  mid-September  that  the  ex- 

39.  So  far,  after  a  little  more  than  a  year  of  operation,  the* 
corporations  have  not  made  extensive  loans.  TTiere  is  littk 
doubt  in  Britain,  however,  that  their  very  existence  has  stimu¬ 
lated  investment  in  both  large  and  small  industrial  concerns. 
Sec  “British  Capital  Finds  a  Job,”  Business  Week.,  ^ 
1946,  p.  105. 


foreign  policy  reports  JANUARY  I5,  I947 


port  target  is  still  a  long  way  from  being  achieved.'*® 
Most  authorities  agree  that  Britain  must  increase  its 
exports  75  per  cent  above  pre-war  levels.  To  do  so  it 
is  now  recognized  that  world  trade  must  expand 
measurably  if  British  traders  are  to  reach  their 
goal.  And  it  is  because  of  this  requirement  that 
a  second  question  arises  relating  to  Labor’s  foreign 
economic  policy.  Will  socialist  measures  also  be 
employed  in  British  commercial  dealings  abroad  as 
they  have  been  at  home  ? 

British  Laborites  have  no  categorical  answer  to 
questions  about  the  effects  of  nationalization  on 
exports  or  the  future  policy  they  will  adopt  toward 
trade  abroad.  Several  years  must  elapse  before  ade¬ 
quate  studies  can  be  made  to  show  whether  na¬ 
tional  industries  will  impede  the  export  drive. 
Many  British  officials  and  economists,  however, 
have  thoroughly  canvassed  the  broader  trade  prob¬ 
lem  and  its  relation  to  the  government’s  policy  of 
maintaining  full  employment.'** 

It  can  be  predicted  that  if  the  need  arises  the 
government  will  closely  control  Britain’s  foreign 
trade.  Already  Britain  has  found  it  necessary  to 
retain  many  state  controls  over  its  foreign  economic 
relations.  By  virtue  of  the  terms  of  the  United 
States  loan  of  $3,750,000,000  made  last  July,  Britain 
must  ultimately  relax  certain  controls  over  finan¬ 
cial  transactions  abroad.  Trade  agreements  recently 
signed  with  Argentina,  France,  Russia  and  other 
nations,  however,  indicate  that  Britain’s  foreign 
commerce  will  continue  under  supervision.  Bilat¬ 
eral  or  purely  barter  arrangements  are  not  being 
undertaken,  although  the  government  is  especially 
interested  in  insuring  supplies  of  essential  imports 
—timber  particularly,  meat,  wheat  and  other  com¬ 
modities.  Britain  has  continued  bulk-buying  from 
abroad  and  retains  wide  import  controls.  Moreover, 
early  in  November  1946  a  bill  for  the  control  of 

40.  Report  of  speech  by  Sir  Stafford  Cripps  at  Edinburgh  on 
September  i8,  1946,  Board  of  Trade  Journal  (London),  Sep¬ 
tember  28,  1946,  p.  1329. 

41.  “U.S.  Slump — U.K.  Defence,”  Planning  (London),  Oc¬ 
tober  25,  1946;  and  Allan  G.  B.  Fisher,  International  Implica¬ 
tions  of  Full  Employment  in  Great  Britain  (New  York,  Royal 
Institute  of  International  Affairs),  1946. 


foreign  exchange  was  introduced  in  Parliament 
which  will  permanently  establish  many  of  the  war¬ 
time  financial  measures  having  to  do  with  interna¬ 
tional  transactions.'*^ 

Economic  planning  and  control  at  home  must 
necessarily  give  rise  to  similar  measures  in  the  field 
of  foreign  trade,  especially  where  internal  economic 
welfare,  as  in  Britain’s  case,  is  so  dependent  on 
foreign  markets.  Laborites  are  fearful  that  their 
economy  may  become  subject  to  foreign  economic 
disturbances  beyond  the  country’s  borders.  They 
are  particularly  worried  that  an  economic  slump  in 
America  may  wreak  widespread  havoc  in  Britain. 
What  is  most  important  to  Americans  from  the 
point  of  view  of  our  own  economic  future  is  the 
effect  this  uneasiness  may  have  on  Britain’s  ability 
to  follow  the  liberal  trade  program  sponsored  by 
the  Washington  administration. 

Americans,  however,  may  well  consider  the  Brit¬ 
ish  experiment  in  socializing  a  highly  developed 
industrial  country  from  yet  another  viewpoint. 
For  the  first  time  British  Laborites  are  attempting 
to  achieve  a  socialized  democracy  in  an  already 
highly  industrialized  state.  Previous  experiments  in 
small  industrial  countries  or  in  Russia,  which  was 
relatively  non-industrialized  at  the  time  of  the  1917 
revolution,  have  never  furnished  wholly  adequate 
test  cases  of  the  compatability  of  socialism  and  de¬ 
mocracy.  Britain’s  “high  adventure’’  may  do  so 
within  a  short  period  of  time.  Already  the  British 
experiment  is  being  watched  keenly,  and  copied  to 
some  extent  by  several  European  countries.  Brit¬ 
ain’s  example  may  prove  to  have  far  more  meaning 
for  Americans  if  we  encounter  serious  economic 
difficulties  comparable  to  those  experienced  after 
World  War  I  or  during  the  great  depression.  If 
Britain’s  policies  at  home  and  abroad  relieve  that 
country  of  the  worst  effects  of  a  widespread  eco¬ 
nomic  debacle,  then  the  United  States  may  find 
much  in  the  Laborite  program  that  might  be 
applicable  to  our  own  situation. 

42.  Cmd.  6954,  Exchange  Control  Bill,  November  1946;  and 
"The  Exchange  Control  Bill,”  The  Economist  (London),  No¬ 
vember  16,  1946,  pp.  797-98. 
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Trade  Unions  and  Nationalized  Industries 

By  Grant  S.  McClellan  and  O.  K.  D.  Ringwood 


Nationalization  of  certain  key  industries  in  Brit¬ 
ain  has  brought  with  it  the  need  for  a  re-evalua¬ 
tion  of  labor-management  relations.  As  yet  neither 
the  new  owners,  the  state,  nor  the  workers  have 
fully  canvassed  the  problems  involved  in  working 
out  different  ties  between  employer  and  em¬ 
ployees.  Because  the  Labor  government’s  power 
rests  so  heavily  on  support  from  the  trade  union 
movement.  Prime  Minister  Attlee  and  his  col¬ 
leagues  have  moved  with  understandable  caution 
in  setting  forth  any  proposals  which  might  be  un¬ 
welcome  among  rank-and-file  Labor  adherents. 
The  Labor  party’s  position  in  Parliament  also  rests 
on  an  electorate  which  is  wider  than  that  direedy 
allied  with  trade  unions.  Some  observers,  therefore, 
believe  that  the  party  must  perforce  adapt  its  poli¬ 
cies  to  those  of  a  national  party  and  not  one  solely 
dependent  on  union  backing  if  it  is  to  remain  a 
major  political  force  in  the  future. 

Thus  far  since  the  war  no  major  disputes  be¬ 
tween  either  private  owners  and  labor  or  between 
the  state  and  trade  unions  have  developed  in  Brit¬ 
ain.  Union  leaders  and  workers  have  approved 
the  government’s  production  drive  and  have  up¬ 
held  the  decision  to  reconstruct  and  expand  ex¬ 
port  trades  despite  the  resulting  austere  diet  and 
shortage  of  consumer  goods  which  the  party’s  pro¬ 
gram  has  brought  about.  Laborites  have  pledged 
that  all  manpower  controls  will  be  lifted  as  soon 
as  possible  so  that  workers  will  be  free  to  choose 
any  type  of  work  they  prefer.  On  the  other  hand 
workers  are  taking  a  more  direct  part  in  day-to- 
day  industrial  operations.  Labor  representatives  have 
been  appointed  to  the  various  control  boards  estab¬ 
lished  to  own  and  operate  nationalized  industries. 
They  have  also  participated  in  planning  for  the 
future  reorganization  of  industries  which  are  to  re¬ 
main  in  private  hands. 

It  would  be  incorrect  to  believe  that  trade  union 
representatives  are  assuming  more  than  minimum 
responsibilities  in  direct  management  of  industry. 
Indeed  government  officials  and  trade  union  lead¬ 
ers  have  pointed  to  the  lack  of  trained  personnel 
among  workers’  groups  which  might  be  employed 
in  managerial  capacities.  Part  of  the  task  which 
the  trade  union  movement  must  now  face  is  con¬ 
nected  with  this  elementary  need  to  train  compe¬ 
tent  workers  for  positions  which  will  be  open  to 
them  under  Labor’s  new  industrial  program.  More 
radical  changes  than  this,  however,  will  be  neces¬ 
sary  if  trade  unions  are  to  play  a  complementary 
role  in  the  Labor  party’s  efforts  to  reform  British 
industry.  Already  there  are  some  indications  that 


trade  union  leadership  understands  that  tactics 
based  solely  on  workers’  interests  will  no  longer 
be  valid  where  the  national  welfare  must  be  given 
first  consideration.  Unions  have  continued  during 
the  past  year  to  campaign  for  the  forty-hour  week, 
and  the  issue  of  the  “closed  shop’’  has  also  arisen. 
The  regular  trade  unions  have  not  urged  that 
union  membership  be  limited  in  any  one  enterprise 
to  one  union,  but  they  have  objected  to  the  exis¬ 
tence  of  company  unions  or  break-away  and  dis¬ 
sident  groups. 

Some  hints  about  new  developments  in  indus¬ 
trial  relations  were  forthcoming  from  the  recent 
annual  Trades  Union  Congress  held  at  Brighton 
from  October  21  to  25,  1946.  At  that  conference 
the  retiring  president,  Charles  Dukes,  made  it  clear 
that  while  unions  would  continue  to  bargain  col¬ 
lectively  with  the  new  owners  in  the  case  of  na¬ 
tionalized  industries,  these  owners  would  now  rep¬ 
resent  the  public  as  a  whole  instead  of  limit^ 
private  interests  engaged  in  the  pursuit  of  profits. 
Mr.  Dukes  emphasized  that  trade  union  attitudes 
and  practices  could  not  be  changed  easily.  He  noted 
that  in  the  past  the  unions  had  opposed  production 
drives,  double-shift  working  schedules,  piece-work, 
time  and  motion  studies,  and  other  methods  of 
scientific  management. 

“I  will  not  pretend,”  Dukes  said,  “that  this  read¬ 
justment  of  the  trade  union  point  of  view  is  going 
to  be  easy.  There  are  strong  conservative  instincts 
in  the  trade  unions.  The  notion  that  there  is  an 
irreconcilable  conflict  between  the  employing  au¬ 
thority  and  the  worker  will  die  hard.  It  will  not 
be  easy  for  the  workers  in  a  nationalized  industry 
to  see  that  their  claims  to  improved  conditions, 
better  wages,  and  shorter  hours  of  work  must  be 
balanced  in  a  consideration  of  general  social  in¬ 
terests. 

“In  the  transitional  stages  of  the  change  that  is 
taking  place  in  our  economic  life  today,  we  as 
trade  unionists  will  be  called  upon  to  exercise  much 
patience  in  negotiations  and  to  make  real  sacrifices, 
even  where  legitimate  claims  are  in  question.  .  . . 
We  shall  have  to  assume  responsibilities  in  connec¬ 
tion  with  the  control  and  management  of  indus¬ 
try  that  we  have  considered  to  be  hitherto  beyond 
our  province;  and  we  shall  have  to  adapt  the  ma¬ 
chinery  of  our  unions,  the  training  of  our  officers, 
and  the  education  of  our  membership  in  regard 
not  only  to  the  management  of  industrial  enter¬ 
prise  but  to  the  other  tasks  of  our  organized  move¬ 
ment.”' 

I.  “Labor  Since  the  War,"  Labor  and  Industry  (New  York, 
B.I.S.),  December  1946,  pp.  209-11. 


» 


¥ 


& 


I 


t. 


'¥ 


% 

1  I 

I 


